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AUDITOR’S REPORT

To the Shareholders of Inoue Rubber (Thailand)i®@dmpany Limited

| have audited the accompanying consolidated amgpaay balance sheet as at 30 September 2011and
2010, the related consolidated and company statsnaérincome, changes in shareholders’ equity and
cash flows for the years then ended of Inoue Ru@@iieiland) Public Company Limited and its subsidis

and of Inoue Rubber (Thailand) Public Company ladhtrespectively. The Company’s management is
responsible for the correctness and completenesmfofmation in these financial statements. My
responsibility is to express an opinion on thesarftial statements based on my audits.

| conducted my audits in accordance with genematigepted auditing standards. Those standardsreequi
that | plan and perform an audit to obtain reastabsurance about whether the financial statenaeats
free of material misstatement. An audit includeangining, on a test basis, evidence supporting the
amounts and disclosures in the financial statemerits audit also includes assessing the accounting
principles used and significant estimates made agagement, as well as evaluating the overall fii@nc
statement presentation. | believe that my audasige a reasonable basis for my opinion.

In my opinion, the consolidated and company finahstatements referred to above present fairlgllin
material respects, the consolidated and compamaydial position as at 30 September 2011 and 2040 an
the consolidated and company results of its opmratiand cash flows for the years then ended afelno
Rubber (Thailand) Public Company Limited and itbsidiaries and of Inoue Rubber (Thailand) Public
Company Limited, respectively, in accordance wigh@rally accepted accounting principles.

Nattaporn Phan-Udom

Certified Public Accountant (Thailand) No. 3430
PricewaterhouseCoopers ABAS Limited
Bangkok

13 December 2011



Inoue Rubber (Thailand) Public Company Limited

Balance Sheets
As at 30 September 2011 and 2010

Assets

Current assets

Cash and cash equivalents
Trade accounts receivable
- related companies
- other companies, net
Inventories, net
Other current assets

Total current assets

Non-current assets

Investments in subsidiaries

Other long-term investment
Property, plant and equipment, net
Intangible assets, net

Other assets

Total non-current assets

Total assets

Director

Consolidated Company
2011 2010 2011 2010
Notes Baht Baht Baht Baht
5 84,880,246 200,025,831 78,735 175,737,018
6, 18 280,265,477 259,476,916 0,128,507 259,476,916
6 1,019,433,913 778,166,918019,433,913 778,166,918
7 711,636,025 526,546,440 699,432,373 20,188,928
46,971,223 27,645,529 46,397,299 26,145,362
2,143,186,884  1,791,861,634 2,062,733,827 1,759,635,14
10 - - 20,049,230 20,049,23C
11 30,781,799 30,781,799 7830799 30,781,799
8 1,468,495,888 771966,191  1,406,771,671  1,210,906,177
9 9,801,422 8,114,893 2,068,051 ,788b23
35,406,498 27,647,556 35,406,299 27,647,355

1,544,485,607 1,344,510,439 1,495,077,050 1,291,143,08

3,687,672,491 3,136,372,073 3,557,810,877 3,050,868,22

Director

The notes to the consolidated and company financial statsnmenpages 10 to 35 form an integral part of these financial

statements.




Inoue Rubber (Thailand) Public Company Limited
Balance Sheet$Cont'd)
As at 30 September 2011 and 2010

Consolidated Company
2011 2010 2011 2010
Notes Baht Baht Baht Baht

Liabilities and shareholders’ equity
Current liabilities
Short-term loans from financial institutions 12 158)M00 - 156,000,000 -
Trade accounts payable

- related companies 18 398,360,777 164,391,254 33Me8s 195,308,876

- other companies 897,209,559 712,153,329 883,968,102 704,411,733
Current portion of long-term loans 12 47,000,000 66,000 47,000,000 68,000,000
Current portion of finance lease

obligations 12 3,866,062 1,026,084 3,866,062 1,025,08
Accrued income tax 3,644,732 31,300,752 691,600 29,159,664
Accrued expenses 84,654,513 73,939,156 76,911,159 68,194,966
Other current liabilities 38,473,819 37,935,139 37,322 37,084,220
Total current liabilities 1,629,209,462 1,088,745,714  1,635,782,280 1,103,185,54
Non-current liabilities
Finance lease obligations 12 9,651,874 2,214,706 BEE1, 2,214,706
Long-term loans from financial institutions 12 - 47,0000 - 47,000,000
Total non-current liabilities 9,651,874 49,214,706 9,651,874 49,214,706
Total liabilities 1,638,861,336  1,137,960,420 1,645,434,154 1,152,400,24

The notes to the consolidated and company financial statsnmenpages 10 to 35 form an integral part of these financial

statements.




Inoue Rubber (Thailand) Public Company Limited
Balance Sheet$Cont'd)
As at 30 September 2011 and 2010

Consolidated Company
2011 2010 2011 2010
Notes Baht Baht Baht Baht
Liabilities and shareholders’ equity (Cont'd)
Shareholders’ equity
Share capital 13
Registered share capital 200,000,000 200,000,000 0,000,000 200,000,000
Issued and fully paid-up share capital 200,000,00 200,000,000 200,000,000 200,000,000
Share premium 13 298,000,000 298,000,000 298,000,000 ,0@9800
Retained earnings
Appropriated - legal reserve 14 20,000,000 20,m,0 20,000,000 20,000,000
Unappropriated 1,530,802,476  1,480,404,692  1,394,376,723  1,380,407,97
Total parent’s shareholders’ equity 2,048,802,476  1,998,404,692 1,912,376,723  1,898,487,97
Minority interests 8,679 6,961 - -
Total shareholders’ equity 2,048,811,155 1,998,411,653 1,912,376,723  1,898,487,97
Total liabilities and shareholders’ equity 3,687,672,491  3,136,372,073  3,557,810,877  3,050,868,22

The notes to the consolidated and company financial statsntenpages 10 to 35 form an integral part of these financial

statements.




Inoue Rubber (Thailand) Public Company Limited
Statements of Income
For the yearsended 30 September 2011 and 2010

Consolidated Company
2011 2010 2011 2010
Notes Baht Baht Baht Baht
Revenues
Sales and service income 20 6,058,600,134 5,354,782,149 6,057,075,777 5,354,154,132
Dividend income 10, 11 1,432,500 - 1,432,500 14,998,950
Other income 46,015,676 34,818,891 46,950,782 35,995,825
Total revenues 6,106,048,310 5,389,601,040 6,105,459,059 5,405,148,907
Expenses
Cost of sales and service 20 5,647,430,159 4,761,036,293 5,697,385,541 4,786,620,442
Selling expenses 20 78,771,273 74,949,546 78,771,273 74,949,546
Administrative expenses 143,556,104 123,491,950 137,938,545 117,158,106
Managements remuneration 18 27,402,815 21,066,782 27,402,815 21,066,782
Other expenses 15,276,627 8,232,395 15,216,692 8,122,372
Total expenses 5,912,436,978 4,988,776,966 5,956,714,866 5,007,917,248
Profit before financial costsand
income tax 15 193,611,332 400,824,074 148,744,193 397,231,659
Financial costs 17 (6,052,565) (6,130,927) (6,028,588) (6,095,601)
Profit beforeincome tax 187,558,767 394,693,147 142,715,605 391,136,058
Income tax (37,159,265) (86,183,978) (28,746,859) (81,898,428)
Profit for the year 150,399,502 308,509,169 113,968,746 309,237,630
Attributableto:
Equity holders of the parent 150,397,784 308,508,334 113,968,746 309,237,630
Minority interest 1,718 835 - -
150,399,502 308,509,169 113,968,746 309,237,630
Earnings per share
for the attributableto the equity
holders of the parent
Basic earnings per share (Baht) 16 0.75 154 0.57 1.55

The notes to the consolidated and company financial statements on pages 10 to 35 form an integral part of these financial
Statements.




Inoue Rubber (Thailand) Public Company Limited
Statements of Changes in Shareholders’ Equity
For the years ended 30 September 2011 and 2010

Balance as at 30 September 2010
Net profit for the year
Dividend paid (Note 23)

Balance as at 30 September 2011
Balance as at 30 September 2009
Net profit for the year

Dividend paid

Balance as at 30 September 2010

Consolidated

Equity holders of the Company

Issued and Unappropriated

fully paid-up Share Legal retained Minority
share capital premium reserve earnings Total interest Tadl
Baht Baht Baht Baht Baht Baht Baht
200,000,000 298,000,000 20,000,000 1,480,404,692 1,998,404,692 6,961 1,998,411,653
- - - 150,397,784 150,397,784 1,718 150,399,502
- - - (100,000,000) (100,000,000) - (100,000,000)
200,000,000 298,000,000 20,000,000 1,530,802,476 2,048,802,476 8,679 2,048,811,155
200,000,000 298,000,000 20,000,000 1,255,896,358 1,773,896,358 7,177 1,773,903,535
- - - 308,508,334 308,508,334 835 308,509,169
- - - (84,000,000) (84,000,000) (1,051) (84,001,051)
200,000,000 298,000,000 20,000,000 1,480,404,692 1,998,404,692 6,961 1,998,411,653

The notes to the consolidated and company financia statements on pages 10 to 35 form an integral part of these financial statements.




Inoue Rubber (Thailand) Public Company Limited
Statements of Changes in Shareholders’ EquitgCont’d)
For the years ended 30 September 2011 and 2010

Balance as at 30 September 2010
Net profit for the year
Dividend paid (Note 23)

Balance as at 30 September 2011
Balance as at 30 September 2009
Net profit for the year

Dividend paid

Balance as at 30 September 2010

Company
Issued and Unappropriated
fully paid-up Share Legal retained
share capital premium reserve earnings Total
Baht Baht Baht Baht Baht
200,000,000 298,000,000 20,000,000 1,380,407,977 uewp77
- - - 113,968,746 113,968,746
- - - (100,000,000) (100,000,000)
200,000,000 298,000,000 20,000,000 1,394,376,723 BYGZ23
200,000,000 298,000,000 20,000,000 1,155,170,347 180347
- - - 309,237,630 309,237,630
- - - (84,000,000) (84,000,000)
200,000,000 298,000,000 20,000,000 1,380,407,977 nevR77

The notes to the consolidated and company finastaéments on pages 10 to 35 form an integralgbdnese financial statements.




Inoue Rubber (Thailand) Public Company Limited
Statements of Cash Flows
For the years ended 30 September 2011 and 2010

Consolidated Company
2011 2010 2011 2010
Notes Baht Baht Baht Baht
Cash flows from oper ating activities
Net profit before income tax 187,558,767 394,693,147 42,115,605 391,136,058
Adjustments for:
Depreciation 8 254,834,063 235,409,697 239,112,678 724805
Amortisation 9 2,314,980 4,049,507 660,031 1,002,029
Reversal of allowance for doubtful debts - (504,516) - (504,516)
Allowance for
obsolete inventories (reversal) 215,428 (2,707,607) 5,428 (2,707,607)
Gain on disposals of property,
plant and equipment (704,419) (2,120,077) (516,420) 52@052)
Dividend income (1,432,500) - (1,432,500)  (14,998,950)
Interest income (1,547,950) (753,945) (664,239) (587,841)
Interest expenses 5,773,103 5,668,566 5,769,941 5,664,452

Changes in operating assets and liabilities
Trade accounts receivable
Inventories
Other current assets
Other assets
Trade accounts payable
Other current liabilities and
accrued expenses

Net cash receipts from operating activities
Interest received
Interest paid
Income tax paid

Net cash flows from operating activities

(185,305,014) (150,126,002)

(262,055,556) (182,872,324)61,981,586)
(179,538,873)

(183,395,326)
(151,939,767

(22,574,560) 10,379,722  (20,889,3 10,270,750
(7,758,943) 222,944 (7,758,944) 152,944
397,104,812 144,571,723 398425, 162,409,478
11,186,161  (3,476,173) 8,876,429  1(25P)
377,608,372 452,434,662 316,174,075 429,895,900
1,600,807 685,288 746,192 527,599
(5,705,230)  (6,592,325) (5,702,069)  (6,588,211)

(60,186,774) (106,831,187)  (55,306,996) (106,646,764)

313,317,175 339,696,438 255,911,202 317,188,524

The notes to the consolidated and company financial statsneenpages 10 to 35 form an integral part of these financial

statements.




Inoue Rubber (Thailand) Public Company Limited
Statements of Cash Flows (Cont'd)
For the years ended 30 September 2011 and 2010

Consolidated Company
2011 2010 2011 2010
Notes Baht Baht Baht Baht
Cash flows from investing activities
Purchases of property, plant and
equipment 8 (414,735,276) (211,454,617) (403,504,687)04,658,295)
Purchases of intangible assets 9 (4,001,509) (1,839,991  (939,559) (668,450)
Dividend received from subsidiary - - - 14,998,950
Proceeds from disposals of property, plant
and equipment 4,569,074 4,490,807 4,369,810 4,375,082
Net cash flows from investing activities (414,167,711) (208,803,723) (400,074,436) (185,852,713
Cash flows from financing activities
Increase (decrease) in bank overdrafts and
short-term loans from financial institutions 156,000,000 (1,054,572) 156,000,000 -
Repayment of long-term loans 12 (68,000,000) (68(mmm), (68,000,000) (68,000,000)
Finance lease obligations 12 (2,295,049) (429,300) 98119) (429,300)
Dividend paid 23 (100,000,000) (84,000,000) (100,000)00 (84,000,000)
Dividend paid by subsidiary to
minority interests - (1,051) - -
Net cash flows from financing activities (14,295,049) (153,484,923) (14,295,049) (152,429,300)
Net decreasein cash and cash eguivalents (115,145,585) (22,592,208) (158,458,283) (21,093,489)
Cash and cash equivalents, beginning balance BB 222,618,039 175,737,018 196,830,507
Cash and cash equivalents, ending balance 84,880,246 200,025,831 17,278,735 175,737,018

Non-cash transactions

Significant non-cash activities for the years engd@dseptember 2011 an 2010 comprise:

- Accounts payable - Property,plant and equipment 822,630 40,907,689 62,196,721 39,442,043
- Dividend receivable 1,432,500 - 1,432,500 -

The notes to the consolidated and company financial statsnoenpages 10 to 35 form an integral part of these financial
statements.




Inoue Rubber Public Company Limited
Notes to the Consolidated and Company Financial Stements
For the years ended 30 September 2011 and 2010

1

General information

Inoue Rubber (Thailand) Public Company Limited €@ompany”) is a public limited company incorpocate
and resident in Thailand. Its parent company isignRubber Company Limited, which was incorporated a
resident in Japan. The address of the Companyisteegd office is as follows:

No. 258, Soi Rangsit-Nakornnayok 49, Prachathipal-&@strict, Thantyaburi District, Pathumthani and
another factory at No. 157, Moo 5, Phahoyothin Raagnsai, Wangnoi, Ayutthaya.

The Company is listed on the Stock Exchange of lahdi For reporting purpose, the Company and its
subsidiaries are referred to as the Group.

The principal business operations of the Groupsamemarised below:

The Company is principally engaged in the manufactand distribution of motorcycle tire and tube and
industrial elastomer rubber parts.

A subsidiary, Kin No Hoshi Engineering Company Liied is principally engaged in the manufacture, irepa
and modification of metal mould and equipment fatoncycle and automotive rubber parts.

A Subsidiary, IRC (Asia) Research Limited is prpally engaged in the research and development of
motorcycle tire and tube and automotive rubberspart

These consolidated and company financial stateneets authorised for issue by the Board of Directmm
13 December 2011.

Accounting policies

The principal accounting policies adopted in theparation of these consolidated and company fiaanci
statements are set out below.

2.1 Basis for preparation

The consolidated and company financial statementse theen prepared in accordance with Thai
generally accepted accounting principles under Alseounting Act B.E. 2543, being those Thai
Accounting Standards issued under the AccountingfeBsion Act B.E. 2547, and the financial
reporting requirements of the Securities and Exgha@ommission under the Securities and Exchange
Act B.E. 2535.

The consolidated and company financial statemeatge Hbeen prepared under the historical cost
convention.

The preparation of financial statements in conftymwith Thai generally accepted accounting
principles requires management to make estimatgésasumptions that affect the reported amounts of
assets and liabilities, the disclosure of contingessets and liabilities at the date of the finainci
statements and the amounts of revenues and expartbesreported periods. Although these estimates
are based on management’s best knowledge of clevents and actions, actual results may differ from
those estimates.

An English version of the consolidated and compfamgncial statements have been prepared from the
statutory financial statements that are in the Tdaguage. In the event of a conflict or a diffee in
interpretation between the two languages, the lahguage statutory financial statements shall dreva

10



Inoue Rubber Public Company Limited
Notes to the Consolidated and Company Financial Stements
For the years ended 30 September 2011 and 2010

2

Accounting policies(Cont'd)

2.2

New accounting standards, new financial reporntig standards, new interpretation, amendments to
accounting standards and accounting framework

a)

b)

Accounting framework
The amendment of accounting framework is effeativ@6 May 2010.

New accounting standards, new financial reportig standards, new interpretation and
amendments to accounting standards

The following new accounting standards, new finahoeéporting standards and amendments to
accounting standards are mandatory for the acewup@riods beginning on or after 1 January 2011
and 1 January 2013, but the Group has not earlyteddhem:

Effective for the period beginning on or after hudary 2011

TAS 1(Revised 2009) Presentation of Financial $tatas

TAS 2(Revised 2009) Inventories

TAS 7(Revised 2009) Statement of Cash Flows

TAS 8(Revised 2009)  Accounting Policies, Changesctounting Estimates and Errors
TAS 10(Revised 2009) Events after the Reportingoéer

TAS 11(Revised 2009) Construction Contracts

TAS 16(Revised 2009) Property, Plant and Equipment

TAS 17(Revised 2009) Leases

TAS 18(Revised 2009) Revenue

TAS 19 Employee Benefits

TAS 23(Revised 2009) Borrowing Costs

TAS 24(Revised 2009) Related Party Disclosures

TAS 26 Accounting and Reporting by Retirement Bieidans
TAS 27(Revised 2009) Consolidated and SeparatenEialaStatements

TAS 28(Revised 2009) Investments in Associates

TAS 29 Financial Reporting in Hyperinflationarydmmies
TAS 31(Revised 2009) Interests in Joint Ventures

TAS 33(Revised 2009) Earnings per Share

TAS 34(Revised 2009) Interim Financial Reporting

TAS 36(Revised 2009) Impairment of Assets

TAS 37(Revised 2009)  Provisions, Contingent Liiesliand Contingent Assets
TAS 38(Revised 2009) Intangible Assets

TAS 40(Revised 2009) Investment Property

TFRS 2 Share-based Payment

TFRS 3(Revised 2009) Business Combinations

TFRS 5(Revised 2009) Non-current Assets Held fter &ad Discontinued Operations
TFRS 6 Exploration for and Evaluation of Minerad®urces
TFRIC 15 Agreements for the Construction of Resthte

TSIC 31 Revenue - Barter Transactions Involving étising Services

Effective for the periods beginning on or afterahudary 2013

TAS 12 Income taxes

TAS 20(Revised 2009) Accounting for Government @&aand Disclosure of Government
Assistance

TAS 21(Revised 2009) The Effects of Changes in igarExchange Rates

TSIC 10 Government Assistance - No Specific Refato Operating Activities

TSIC 21 Income Taxes - Recovery of Revalued NopfBeable Assets

TSIC 25 Income Taxes - Changes in the Tax Stdtas &ntity or its Shareholders

11



Inoue Rubber Public Company Limited
Notes to the Consolidated and Company Financial Stements
For the years ended 30 September 2011 and 2010

2 Accounting policies(Cont’d)

2.2 New accounting standards, new financial reponmig standards, new interpretation, amendments to
accounting standards and accounting frameworkCont'd)

b)

New accounting standards, new financial reportig standards, new interpretation and
amendments to accounting standardéCont’d)

The Group’s management has determined that the ameunting standards, new financial
reporting standards, new interpretation and amentsnéo accounting standards will not
significantly impact the financial statements beipgesented except some new accounting
standards, new financial reporting standards maaanthe group as follow;

TAS 1 (Revised 2009), the revised standard wilhisib the presentation of items of income and
expenses in the statement of changes in equitytigsncan choose whether to present one
statement (the statement of comprehensive incomeymstatements (the income statement and
statement of comprehensive income). Where entitiestate or reclassify comparative
information, they will be required to present atagsd statement of financial position as at the
beginning comparative period in addition to therent requirement to present statement of
financial position at the end of the current peramtl comparative period. However, for the
financial statements which period beginning on fteral January 2011 and are the first period
apply this standard, an entity can choose to ptesmtement of financial position only two
statements without the statement of financial pmsias at the beginning comparative period.
The group will apply TAS 1 (Revised 2009) from 1t@mer 2011. It is likely that both income
statement and statement of comprehensive inconhdevjresented as one statement.

TAS 12 deals with taxes on income, comprising airtax and deferred tax. Current tax assets
and liabilities are measured at the amount expectdnk paid to or recovered from the taxation
authorities, using tax rates and tax law that Hsen enacted or substantively enacted by the end
of the reporting period. Deferred taxes are meabsing based on the temporary difference
between the tax base of an asset or liability &natarrying amount in the financial statements
and using the tax rates that are expected to applye period when the asset is realised or the
liability is settled, based on tax rates and tax that have been enacted or substantively enacted
by the end of the reporting period. The group ajiply this standard from 1 October 2011
retrospectively with an expected deferred tax ant@curred and changes in retained earnings
and income tax expense.

TAS 16 (Revised 2009), the revised standard reguine entity to include in cost of PPE, an
initial estimate of the costs of dismantling anthowing the item and restoring the site on which
it is located, when the entity has obligation ta o entity requires that an item of property,
plant and equipment with a cost that is signifidantelation to the total cost of the item shall be
depreciated separately. The revised standard edggres an entity to review useful life, residual
value and depreciation method at least at eacndiahyear-end. The group will apply this

standard from 1 October 2011. The management ismily assessing the impact of applying this
standard.

TAS 19 deal with accounting for employee benefihe standard classifies employee benefit into
4 categories: a) short-term employee benefits tst-pmployment benefits (including defined

contribution plan and defined benefit plan) c) otlleng-term employee benefits and d)

termination benefits. The standard requires théyetd measure the defined benefit plan and
other long-term employee benefits by using the dateld Unit Credit method (PUC). An entity

can choose to recognise any actuarial gain or fossdefined benefit plan either in other

comprehensive income or profit and loss. Actuagiain or loss for other long-term employee
benefit shall recognise in profit and loss. Theugravill apply this standard from 1 October 2011.
The management is currently assessing the impagipdfing this standard.

12



Inoue Rubber Public Company Limited
Notes to the Consolidated and Company Financial Stements
For the years ended 30 September 2011 and 2010

2 Accounting policies(Cont’d)

2.2

2.3

2.4

2.5

2.6

New accounting standards, new financial reporntig standards, new interpretation, amendments to
accounting standards and accounting frameworkCont'd)

b) New accounting standards, new financial reportig standards, new interpretation and
amendments to accounting standardéCont’d)

TAS 23 (Revised 2009), the revised standard reguare entity to capitalise borrowing costs
directly attributable to the acquisition, constiaotor production of a qualifying asset as part of
the cost of that asset. The option of immediatetpemsing those borrowing costs will be
removed. The group will apply prospectively fror®&tober 2011.

TAS 24 (Revised 2009), the definition of relatedtpdas been expanded include parties with
joint control over the entity, joint venture in whithe entity is a venturer and post-employment
benefit plan for the benefit of employees of aritgnThe group will apply the revised standard

from 1 October 2011 which may impact only to thecltisure of related parties information in the

notes to financial statements.

Foreign currency translation

Foreign currency transactions are accounted fahatexchange rates prevailing at the date of the
transactions. Monetary assets and liabilities denated in foreign currency are translated to ThaiB

at the exchange rate prevailing at the balancet state. Gains and losses resulting from the setttém
of such transactions and from the translation ohetary assets and liabilities denominated in fareig
currencies are recognised in the statements ofriaco

Financial instruments

The Group is party to derivative financial instrurt®e which is foreign currency forward contracts.
Such instrument is not recognised in the finamsialements on inception.

Foreign currency forward contracts protect the griiom movements in exchange rates by establishing
the rate at which a foreign currency asset willréalised or a foreign currency liability settledny
increase or decrease in the amount required tiseettie asset or settle the liability is offset dby
corresponding movement in the value of the fornexdhange contract. The gains and losses on the
derivative instruments and the underlying finaneiaset or liability are therefore offset for fingic
reporting purposes and are not recognised in tianfial statements. The fee incurred in estabigshi
each agreement is amortised over the contractcghefiany.

Disclosures related to financial instruments toakithe Group is a party are provided in Note 24.

Cash and cash equivalents

Cash and cash equivalents comprise cash on hapadsitkeheld at call with banks and other short-term
highly liquid investments with maturities of thre@nths or less from the date of acquisition andckban
overdrafts are included in current liabilities & tbalance sheet.

Trade accounts receivable

Trade accounts receivable are recognised initiatlthe original invoice amount and subsequently
measured at the remaining amount less allowanceldabtful receivables based on a review of all
outstanding amounts at the year end. The amouheddllowance is the difference between the cagryin
amount of the receivable and the amount expectée tollectible. Bad debts are written off durihe t
year in which they are identified and recognisethinstatements of income.

13



Inoue Rubber Public Company Limited
Notes to the Consolidated and Company Financial Stements
For the years ended 30 September 2011 and 2010

2 Accounting policies(Cont'd)

2.7

2.8

29

Inventories

Inventories are stated at the lower of cost orrealisable value. Cost is determined by the weight
average method. The cost of purchase comprisesthethurchase price and costs directly attributable
to the acquisition of the inventory, such as imphuties and transportation charges, less all atafiie
discounts, allowances or rebates. The cost ofHed goods and work in progress comprises raw
materials, direct labour, other direct costs andtee production overheads. Net realisable vaube
estimate of the selling price in the ordinary ceuo$ business, less the costs of completion arishgel
expenses. Allowance is made, where necessargpfmlete, slow-moving and defective inventories.

Investments in subsidiaries

Subsidiaries are all entities (including specialpmse entities) over which the Group has the pdwer
govern the financial and operating policies getgratcompanying a shareholding of more than one
half of the voting rights. The existence and dffef potential voting rights that are currently
exercisable or convertible, including potentialirgtrights held by another entity, are consideréemv
assessing whether the Group controls another erfiipsidiaries are consolidated from the date loichw
control is transferred to the Group and are nodorgnsolidated from the date that control ceases.

The purchase method of accounting is used to atdouthe acquisition of subsidiaries by the Group.
The cost of an acquisition is measured as thevidire of the assets given, equity instruments thsue
and liabilities incurred or assumed at the dateexdhange, plus costs directly attributable to the
acquisition. Identifiable assets acquired andillizgs and contingent liabilities assumed in aibass
combination are measured initially at their faituess at the acquisition date, irrespective of tkterst of
any minority interest.

Intercompany transactions, balances and unrealjgat on transactions between group companies are
eliminated; unrealised losses are also eliminatgelsg cost cannot be recovered.

In the Company’s separate financial statementgsiments in subsidiaries are reported by using cost
method.

A list of the Group’s principal subsidiaries is set in Note 10.

Investment in other company

The Group has classified its investments other thaastments in subsidiaries as investment in other
company which is investment in non-marketable ggsefcurities. Investment in other company which
the Group classified as non-current assets, at@dséd cost less impairment.

A test for impairment is carried out when thereaidactor indicating that an investment might be
impaired. If the carrying value of the investmanhigher than its recoverable amount, impairmess |
is charged to the statement of income.

On disposal of an investment, the difference betvtbe net disposal proceeds and the carrying amount
is charged or credited to the statement of income.
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Inoue Rubber Public Company Limited
Notes to the Consolidated and Company Financial Stements
For the years ended 30 September 2011 and 2010

2 Accounting policies(Cont'd)

2.10 Property, plant and equipment

2.11

2.12

Land is stated at cost, plant and equipment aréedaat cost less accumulated depreciation.

Depreciation is calculated on the straight lineiv&s write off the cost of each asset, exceptldod
which is considered to have an indefinite life,it® residual value over the estimated useful lige a
follows:

Land improvements 10 years
Building and building improvement 10 - 20 years
Machinery 5-10 years
Tools and factory equipment 5 years
Furniture, fixtures and office equipment 3- 5 years
Motor vehicles 5 years

Where the carrying amount of an asset is greater its estimated recoverable amount, it is written
down immediately to its recoverable amount.

Repairs and maintenance are charged to the stat®mieimcome during the financial period in which
they are incurred. The cost of major renovationsdtuded in the carrying amount of the asset wihen
is probable that future economic benefits in exaétbe originally assessed standard of performarfice
the existing asset will flow to the Company. Maj@novations are depreciated over the remaining
useful life of the related asset.

Gains and losses on disposals are determined bgararg proceeds with the carrying amount and are
included in the statements of income.

Intangible assets

Acquired computer software licences are capitalisedhe basis of the costs incurred to acquire and
bring to use the specific software. These costamm@tised over their estimated useful lives 3 yddrs.

Costs associated with developing or maintaining nater software programmes are recognised as an
expense as incurred. Costs that are directly assacwith identifiable and unique software products

controlled by the Group and will probably generatenomic benefits exceeding costs beyond one year,
are recognised as intangible assets. Direct costade staff costs of the software development team
and an appropriate portion of relevant overheads.

Development costs of new product recognised assaase amortised using the straight line basis over
their useful lives, not exceeding a period of 5rgea

Impairment of assets

Property, plant and equipment and other non-cumeséts, including intangible assets that are subje
to amortisation are reviewed for impairment losgdgnever events or changes in circumstances
indicate that the carrying amount may not be recle. An impairment loss is recognised for the
amount by which the carrying amount of the assete&ds its recoverable amount which is the higher
of an asset’s net selling price and value in useg.the purposes of assessing impairment, assets are
grouped at the lowest level for which there is sefgdy identifiable cash flows. Assets that sidter
impairment are reversed for possible impairmens kvben the estimation of the recoverable amount
was changed in subsequent period after the Compaegognition of impairment.
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For the years ended 30 September 2011 and 2010

2 Accounting policies(Cont'd)

2.13

2.14

2.15

2.16

2.17

2.18

Leases - where a Group company is the lessee

Leases of property, plant or equipment which sutistly transfer all the risks and rewards of
ownership are classified as finance leases. Finkrases are capitalised at the inception of theeled

the lower of the fair value of the leased propentyhe present value of the minimum lease payments.
Each lease payment is allocated to the principdltarthe finance charges so as to achieve a cdnstan
rate on the finance balance outstanding. The oudstig rental obligations, net of finance charges, a
included in other long-term payables. The inteedsinent of the finance cost is charged to the rsizie

of income over the lease period so as to achiezenatant periodic rate of interest on the remaining
balance of the liability for each period.

Leases - where a Group company is the lessor

Assets leased out under operating leases are attludproperty, plant and equipment in the balance
sheet. They are depreciated over their expectefliludees on a basis consistent with other similar
property, plant and equipment owned by the Grougnt&® income (net of any incentives given to
lessees) is recognised on a straight-line basistbedease term.

Income taxes

The Group does not recognise income taxes payablecgivable in future periods in respect of
temporary differences arising between the tax basassets and liabilities and their carrying anteun
in the financial statements. The principal temppmdifferences arise from depreciation of property,
plant and equipment, allowance for doubtful accewamd obsolete and defective inventories.

Related parties

Enterprises and individuals that directly, or iredity through one or more intermediaries, conwolare
controlled by, or are under common control withe t€ompany, including holding companies,
subsidiaries and fellow subsidiaries are relatedigsof the Company. Associates and individuals
owning, directly or indirectly, an interest in theting power of the Company that gives them
significant influence over the enterprise, key nggrmaent personnel, including directors and offiadrs
the Company and close members of the family ofetwedividuals and companies associated with these
individuals also constitute related parties.

In considering each possible related party relatign attention is directed to the substance of the
relationship, and not merely the legal form.

Provident fund

The Group operates a provident fund, being a deftrenefit contribution plan the assets of which are
held in a separate trustee-administered fund. piovident fund is funded by payments from

employees and by the relevant group companies. Grbep’s contributions to the provident fund are
charged to the statement of income in the yeariiciwthey relate.

Provisions

Provisions are recognised when the Group has @&mréesgal or constructive obligation as a result of
past events, it is probable that an outflow of veses will be required to settle the obligationd an
reliable estimate of the amount can be made. Witherésroup expects a provision to be reimbursed,
for example under an insurance contract, the reig@ynent is recognised as a separate asset but only
when the reimbursement is virtually certain.
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Notes to the Consolidated and Company Financial Stements
For the years ended 30 September 2011 and 2010

2 Accounting policies(Cont'd)

2.19

2.20

Revenue recognition

Revenue comprises the fair value of the consideratceived or receivable for the sale of goods and
service net of output tax, rebates and discoumtd, after eliminating sales within the Group for the
consolidated financial statements. Revenue fromssafl goods is recognised when significant riskd an
rewards of ownership of the goods are transfewdté buyer.

Revenue from rendering services is based on thge std completion determined by reference to
services performed to date as a percentage ofderaices to be performed.

Rental income is recognised on the accrual basieeaimount as specified under each lease agreement

Interest income is recognised on a time propotiasis, taking account of the principal outstanding
the effective rate over the period to maturity, wiieis determined that such income will accrughi®
Group.

Dividend income is recognised when the right teree payment is established.

Segment reporting

Business segments provide products or servicesatieasubject to risks and returns that are differen
from those of other business segments. Geograpsémahents provide products or services within a
particular economic environment that is subjectisés and returns that are different from those of
components operating in other economic environments

Segment information is presented by business seigofi¢ime Group’s operations in Note 20.

3 Critical accounting estimates, assumptions and filgements

Estimates, assumptions and judgements are cortinesdluated and are based on historical experiamce
other factors, including expectations of futurergs¢hat are believed to be reasonable under tbensstances.

a)

b)

c)

Impairment of receivable

The Group maintains an allowance for doubtful aot®uo reflect impairment of trade receivables
relating to estimated losses resulting from theilitg of customers to make required payments. The
allowance for doubtful accounts is significantlypiacted by the Group’s assessment of future casis,flo
such assessment being based on considerationtofidas collection experience, known and identified
instances of default and consideration of marlesids.

Plant and equipment and intangible assets

Management determines the estimated useful lives rasidual values for the Group’s plant and
equipment and intangible assets. Management wilseethe depreciation charge where useful lives
and residual values are different to previouslyneestied, or it will write off or write down technilia
obsolete or assets that have been abandoned or sold

Allowance for inventories

Allowance for obsolescence and diminution in vadfiéenventories are intended to adjust the value of
inventories for probable losses. The managemer# jusigement to establish allowances for estimated
losses for each outstanding inventories. The allmas for obsolescence and diminution in value of
inventories are determined through a combinatioanaflysis of inventories aging.
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Inoue Rubber Public Company Limited

Notes to the Consolidated and Company Financial Stements
For the years ended 30 September 2011 and 2010

4 Capital risk management

The Group’s objectives when managing capital arsateguard the Group’s ability to continue as angoi
concern in order to provide returns for sharehalderd benefits for other stakeholders and to mairsta
optimal capital structure to reduce the cost ofteap

In order to maintain or adjust the capital struefuhe Group may adjust the amount of dividends pai
shareholders, return capital to shareholders, issueshares or sell assets to reduce debt.

5 Cash and cash equivalents

Cash on hand
Deposits held at call with banks

Consolidated Company
2011 2010 2011 2010
Baht Baht Baht Baht
65,000 65,000 50,000 50,000
84,815,246 199,960,831 17,228,735 175,687,018
84,880,246 200,025,831 17,278,735 175,737,018

The effective interest rate of deposits held atwih banks was varying from 0.75 - 3.35 perceet @annum

(2010: 0.75 - 1.65 percent per annum).

6 Trade accounts receivable, net

As at 30 September, the balances of accounts adtej\as classified by aging, were as follows:

Related companies
Current

Overdue not over 3 months
Overdue 3-6 months
Overdue 6-12 months

Overdue more than 12 months

Other companies

Current

Overdue not over 3 months
Overdue 3-6 months
Overdue 6-12 months

Overdue more than 12 months

Total
Less Allowance for doubtful accounts

Total trade accounts receivable, net

Consolidated Company
2011 2010 2011 2010
Baht Baht Baht Baht
280,187,815 259,476,916 280,113,845 259,476,916
77,662 - 77,662 -
280,265,477 259,476,916 280,191,507 259,476,916
1,013,002,618 776,997,039 1,013,002,618 776,997,039
6,431,295 1,082,192 6,431,295 1,082,192
2,167,775 2,255,462 2,167,775 2,255,462
1,021,601,688 780,334,693 1,021,601,688 780,334,693
(2,167,775)  (2,167,775) (2,167,775) (2,167,775)
1,019,433,913 778,166,918 1,019,433,913 778,166,918

1,299,699,390 1,037,643,834 1,299,625,420 1,037,643,834
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Notes to the Consolidated and Company Financial Stements
For the years ended 30 September 2011 and 2010

7 Inventories, net

Consolidated Company

2011 2010 2011 2010

Baht Baht Baht Baht
Raw materials (net with allowance) 348,886,333265,784,025 348,813,359 265,600,868
Work in process 99,216,241 75,423,443 89,642,947 72,132,933
Finished goods (net with allowance) 158,652,034113,040,094 158,652,034 113,040,094
Supplies and spare parts 30,942,072 26,441,286 28,384,688 23,477,442
Raw materials in transit 73,939,345 45,857,592 73,939,345 45,857,591
Total inventories, net 711,636,025 526,546,440 699,432,373 520,108,928

During 2011, the Group and the Company reversed aflewance for diminution value of inventories riet
realisable value and obsolete inventories to tla¢estent of income amounting to Baht 215,428 (2010:
allowance for diminution value of inventories tat mealisable value and obsolete inventories wasgelhto

the statement of income amounting to Baht 2,707,607
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8

Property, plant, and equipment, net

As at 30 September 2009
Cost

Less Accumulated depreciation

Net book amount

For the year ended 30 September 2010
Opening net book value

Additions

Disposals

Write off

Transfers

Depreciation charge

Closing net book amount

As at 30 September 2010
Cost

Less Accumulated depreciation

Net book amount

For the year ended 30 September 2011
Opening net book value

Additions

Disposals

Write off

Transfers

Depreciation charge

Closing net book amount

As at 30 September 2011
Cost

Less Accumulated depreciation

Net book amount

Consolidated

Furniture,
Building and Tools and fixture and
Land and land building factory office Motor Construction

improvement  improvement Machinery equipment equipment vehicle in progress Total

Baht Baht Baht Baht Baht Baht Baht Baht
134,958,236 611,445,171 1,672,179,137 1,113,198,033 72,672,879 20,830,903 20,384,495 3,645,668,854
(14,426,730) (353,266,853) (996,894,342) (922,802,481)  (59,332,115)  (10,103,281) - (2,356,825,802)
120,531,506 258,178,318 675,284,795 190,395,552 13,340,764 10,727,622 20,384,495 1,288,843,052
120,531,506 258,178,318 675,284,795 190,395,552 13,340,764 10,727,622 20,384,495 1,288,843,052
384,000 16,237,477 38,080,384 115,753,389 5,202,945 6,503,415 44,741,955 226,903,565
- - (349,861) (1,612,584) (47,202) (262,098) - (2,271,745)

- - (66,717) - (32,267) - - (98,984)

- - 11,453,136 1,734,161 - - (13,187,297) -
(1,370,897) (31,096,511) (107,247,794)  (84,717,611) (6,871,904) (4,104,980) - (235,409,697)
119,544,609 243,319,284 617,153,943 221,552,907 11,592,336 12,863,959 51,939,153 1,277,966,191
135,342,235 627,682,648 1,701,945,679 1,215,219,008 75,247,884 26,788,917 51,939,153 3,834,165,524
(15,797,626) (384,363,364) (1,084,791,736) (993,666,101) (63,655,548) (13,924,958) - (2,556,199,333)
119,544,609 243,319,284 617,153,943 221,552,907 11,592,336 12,863,959 51,939,153 1,277,966,191
119,544,609 243,319,284 617,153,943 221,552,907 11,592,336 12,863,959 51,939,153 1,277,966,191
2,479,500 12,745,143 73,958,252 133,967,525 9,631,426 14,657,396 201,789,172 449,228,414
- - (1,254,237) (1,355,903) (185,507) (474,114) - (3,269,761)

- - (124,903) (20,407) (67,111) (382,472) - (594,893)

1,050,000 3,758,337 58,815,354 2,556,470 - 182,000 (66,362,161) -
(1,517,396) (31,514,419) (114,912,599)  (95,059,308) (6,547,658) (5,282,683) - (254,834,063)
121,556,713 228,308,345 633,635,810 261,641,284 14,423,486 21,564,086 187,366,164 1,468,495,888
138,871,735 644,077,127 1,817,261,937 1,346,025,178 81,647,744 37,382,927 187,366,164 4,252,632,812
(17,315,022) (415,768,782) (1,183,626,127) (1,084,383,894) (67,224,258)  (15,818,841) - (2,784,136,924)
121,556,713 228,308,345 633,635,810 261,641,284 14,423,486 21,564,086 187,366,164 1,468,495,888
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8 Property, plant, and equipment, net(Cont’d)

Company
Furniture,
Building and Tools and fixture and
Land and land building factory office Motor Construction
improvement  improvement Machinery equipment equipment vehicle in progress Total
Baht Baht Baht Baht Baht Baht Baht Baht

As at 30 September 2009
Cost 134,958,236 607,175,419 1,545,009,786 1,085,525,827 55,529,056 20,480,048 19,141,655 3,467,820,027
Less Accumulated depreciation (14,426,730) (350,992,535) (930,524,925) (905,042,039) (44,899,476) (9,899,970) - (2,255,785,675)
Net book amount 120,531,506 256,182,884 614,484,861 180,483,788 10,629,580 10,580,078 19,141,655 1,212,034,352
Year ended 30 September 2010
Opening net book value 120,531,506 256,182,884 614,484,861 180,483,788 10,629,580 10,580,078 19,141,655 1,212,034,352
Additions 384,000 15,770,333 37,901,779 114,387,960 4,187,463 6,429,416 40,372,111 219,433,062
Disposals - - (349,860) (1,133,027) (3,068) (262,098) - (1,748,053)
Write off - - (66,717) - (32,262) - - (98,979)
Transfers - - 9,894,297 1,564,081 - - (11,458,378) -
Depreciation charge (1,370,897) (30,190,107) (96,471,986) (81,136,721) (5,483,205) (4,061,289) - (218,714,205)
Closing net book amount 119,544,609 241,763,110 565,392,374 214,166,081 9,298,508 12,686,107 48,055,388 1,210,906,177
As at 30 September 2010
Cost 135,342,236 622,945,752 1,573,661,063 1,188,022,134 57,304,081 26,364,064 48,055,388 3,651,694,718
Less Accumulated depreciation (15,797,627) (381,182,642) (1,008,268,689) (973,856,053)  (48,005,573)  (13,677,957) - (2,440,788,541)
Net book amount 119,544,609 241,763,110 565,392,374 214,166,081 9,298,508 12,686,107 48,055,388 1,210,906,177
Year ended 30 September 2011
Opening net book value 119,544,609 241,763,110 565,392,374 214,166,081 9,298,508 12,686,107 48,055,388 1,210,906,177
Additions 2,479,500 11,342,528 73,688,253 131,662,164 8,387,567 14,567,696 196,703,854 438,831,562
Disposals - - (1,254,235) (1,353,486) (176,676) (474,114) - (3,258,511)
Write off - - (124,903) (20,407) (67,097) (382,472) - (594,879)
Transfers 1,050,000 3,758,337 56,467,758 2,345,684 - 182,000 (63,803,779) -
Depreciation Charge (1,517,396) (30,845,408) (104,474,943) (91,850,465) (5,200,817) (5,223,649) - (239,112,678)
Closing net book amount 121,556,713 226,018,567 589,694,304 254,949,571 12,241,485 21,355,568 180,955,463 1,406,771,671
As at 30 September 2011
Cost 138,871,735 638,046,617 1,687,253,131 1,316,764,185 62,779,414 36,868,371 180,955,463 4,061,538,916
Less Accumulated depreciation (17,315,022) (412,028,050) (1,097,558,827) (1,061,814,614) (50,537,929)  (15,512,803) - (2,654,767,245)
Net book amount 121,556,713 226,018,567 589,694,304 254,949,571 12,241,485 21,355,568 180,955,463 1,406,771,671
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9

Intangible assets, net

As at 30 September 2009
Cost

Less Accumulated amortisation

Net book value

Year ended 30 September 2010
Opening net book value
Additions

Amortisation charge

Closing net book value

As at 30 September 2010
Cost

Less Accumulated amortisation

Net book value

Year ended 30 September 2011
Opening net book value
Additions

Amortisation charge

Closing net book value
As at 30 September 2011
Cost

Less Accumulated amortisation

Net book value

Consolidated

Computer Golf

software  membership Total

Baht Baht Baht
46,136,386 1,015,050 47,151,436
(36,000,549) (826,400) (36,826,949)
10,135,837 188,650 10,324,487
10,135,837 188,650 10,324,487
1,839,913 - 1,839,913
(3,860,857) (188,650)  (4,049,507)
8,114,893 - 8,114,893
47,976,299 1,015,050 48,991,349
(39,861,406) (1,015,050) (40,876,456)
8,114,893 - 8,114,893
8,114,893 - 8,114,893
4,001,509 - 4,001,509
(2,314,980) - (2,314,980)
9,801,422 - 9,801,422
51,977,808 - 51,977,808

(42,176,386)

(42,176,386)

9,801,422

9,801,422
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9 Intangible assets, nefCont’d)
Company
Computer Golf
software  membership Total
Baht Baht Baht

As at 30 September 2009

Cost 24,686,066 1,015,050 25,701,116
Less Accumulated amortisation (22,752,614) (826,400)  (23,579,014)
Net book value 1,933,452 188,650 2,122,102
Year ended 30 September 2010

Opening net book value 1,933,452 188,650 2,122,102
Additions 668,450 - 668,450
Amortisation charge (813,379) (188,650) (1,002,029)
Closing net book value 1,788,523 - 1,788,523
As at 30 September 2010

Cost 25,354,516 1,015,050 26,369,566
Less Accumulated amortisation (23,565,993) (1,015,050) (24,581,043)
Net book value 1,788,523 - 1,788,523
Year ended 30 September 2011

Opening net book value 1,788,523 - 1,788,523
Additions 939,559 - 939,559
Amortisation charge (660,031) - (660,031)
Closing net book value 2,068,051 - 2,068,051
As at 30 September 2011

Cost 26,294,075 - 26,294,075
Less Accumulated amortisation (24,226,024) - (24,226,024)
Net book value 2,068,051 - 2,068,051

10 Investments in subsidiaries

As at 30 September the Company has investmenttb&idéaries in Thailand as follows:

Company

30 September 2011

Registered Percentage

Registered capital of holding  Investment
Company Type of business country Baht % Baht
IRC Asia Reserch Ltd. Reséranc Thai 10,050,000 99.99 10,049,930
development of
product
Ki No Hoshi Engineering Manufacture an
Co., Ltd. repair of mold  Thai 10,000,000 99.99 9,999,300
Investment in subsidiaries, net 20,049,230
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10 Investments in subsidiarieCont'd)

Company
30 September 2010
Registered Percentage

Registered capital of holding  Investment
Company Type of business country Baht % Baht
IRC Asia Reserch Ltd. Reséranc Thai 10,050,000 99.99 10,049,930
development of
product
Kin No Hoshi Engineering Manufacture an
Co., Ltd. repair of mold  Thai 10,000,000 99.99 9,999,300
Investment in subsidiaries, net 20,049,230

At the Annual General Meeting of shareholders ofrii Hoshi Engineering Company Limited, held on
28 January 2010, the shareholders passed a resofyiproving divided payment from its operatingutssfor
2009 at Baht 150 per share, totaling Baht 15 milli@he dividend was distributed on 14 June 2010.

11  Other long-term investment

As at 30 September the Group has other investmerdsafollows:

Consolidated and company
30 September 2011

Percentage
Registered Registered of holding Investment
Company Type of business country capital % Baht
Inoue Rubber Vietnam Co., Ltd. Manufacturing of Vietnam US$ 10 10 30,781,799
tires and tubes of Million
motorcycles
Total 30,781,799

Consolidated and company
30 September 2010

Percentage
Registered Registered of holding Investment
Company Type of business country capital % Baht
Inoue Rubber Vietham Co., Ltd. Manufacturing of Vietnam US$ 10 10 30,781,799
tires and tubes of Million
motorcycles
Total 30,781,799

During the year, Inoue Rubber Vietnam Company lechideclared the dividend payment from its operatisgits
for the year ended 31 December 2009 at totaling B4 million. The dividend has not been received
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12

Borrowings

12.1 Loans from financial institutions

Consolidated Company
2011 2010 2011 2010
Baht Baht Baht Baht
Short-term loans 156,000,000 - 156,000,000 -
Long-term loan due within 1 year 47,000,000 68,000,000 47,000,000 68,000,000
Long-term loan - 47,000,000 - 47,000,000
Total loans from
financial institutions 203,000,000 115,000,000 203,000,000 115,000,000

The movements in loans from financial institutiémsthe year ended 30 September 2011 are as fallows

Consolidated Company

Baht Baht
Opening balance 115,000,000 115,000,000
Additions 237,000,000 237,000,000
Repayments (149,000,000) (149,000,000)
C|Osing balance 203,000,000 203,000,000

Loans from financial institutions represent loapsa@minated in Baht comprise:

a)

b)

d)

In January 2009, the Company entered into adgaeement for loan of Baht 100 million with a
local branch of a foreign commercial bank whiclp&yable on a semi-annual basis from July
2009 to January 2012 of Baht 17 million each andainuary 2012 of Baht 15 million. The loan
carries interest at the rate of 4.25 percent peumn As at 30 September 2011, the outstanding
balance of the loan was Baht 15 million.

In April 2009, the Company entered into a logneament for loan of Baht 100 million with a
local branch of a foreign commercial bank whichpisyable on a semi-annual basis from
November 2009 to May 2011 of Baht 17 million eadhick the interest rate is of 3.60 percent
per annum and from November 2011 to May 2012 oft B&hmillion each which the interest rate
will be of 3.65 percent per annum. As at 30 Sepem2011, the outstanding balance of the loan
was Baht 32 million.

In July 2011, the Company entered into a loaeeagent for short term loan of Baht 100 million
with a local branch of a foreign commercial bankichhis payable in July 2012 The loan carries
interest at rate 3.62 percent per annum.

In September 2011, the Company entered intaa dgreement for a call loan of Baht 56 million
with a local branch of a foreign commercial bankeToan carries interest at rate 3.55 percent per
annum.
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13

Borrowings (Cont'd)

12.2 Finance lease

Consolidated Company
2011 2010 2011 2010
Baht Baht Baht Baht
Finance lease liabilities -
minimum lease payments:
Not later than 1 year 4,802,439 1,266,590 4,802,439 1,266,590
Later than 1 year 11,093,417 2,503,940 11,093,417 2,503,940
Future finance charges on
finance leases (2,377,920) (529,740) (2,377,920) (529,740)
Present value of finance lease
liabilities 13,517,936 3,240,790 13,517,936 3,240,790
Representing lease liabilities:
- current 3,866,062 1,026,084 3,866,062 1,026,084
- hon current 9,651,874 2,214,706 9,651,874 2,214,706
13,517,936 3,240,790 13,517,936 3,240,790

Movement in finance lease obligations for the ysated 30 September 2011 is as follows:

Consolidated Company
Baht Baht
Opening balance 3,240,790 3,240,790
Additions 12,572,195 12,572,195
Repayments (2,295,049)  (2,295,049)
C|Osing balance 13,517,936 13,517,936
Share capital and premium on share
Consolidated and company
Ordinary Share
Number of shares premium Total
shares Baht Baht Baht

As at 30 September 2010 200,000,000 200,000,000 298,000,000 498,000,000

As at 30 September 2011 200,000,000 200,000,000 298,000,000 498,000,000

As at 30 September 2011, the total registered nuraberdinary shares is 200 million shares (20100 2
million shares) with a par value of Baht 1 per sh@010: Baht 1 per share) of which are issuedfalhdpaid.
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Legal reserve

Under the Public Companies Act, B.E. 2535, the Caimgpis required to set aside as a legal reserieast
5% of profit arisen from the business of the Conypafter accumulated deficit brought forward (if suupntil
the reserve is not less than 10% of the registehade capital. This reserve is non-distributable.

Expense by nature

The following expenditure items, classified by matthave been charged in arriving at the operatio§jt:

Consolidated

2011
Baht

2010
Baht

3,872,123,870 3,174,055,676
70,453,661 24,927,950

Raw materials and consumables used

Changes in inventories of finished goods and wonkrogress

Depreciation on property, plant and equipment (Nte 254,834,063 235,409,697
Staff costs 496,503,968 419,425,206
Advertising and promotion expenses 14,556,863 17,013,090
Amortisation (Note 9) 2,314,980 4,049,507
Gain (loss) on exchange (100,511) 4,731,398
Rental expenses 1,582,824 2,861,809

Company

2011 2010

Baht Baht

Raw materials and consumables used
Changes in inventories of finished goods and wonkrogress

3,845,052,722 3,160,521,506
64,170,876 25,133,941

Depreciation on property, plant and equipment (Nte 239,112,678 218,714,205
Staff costs 457,514,194 387,775,486
Advertising and promotion expenses 14,556,863 17,013,080
Amortisation (Note 9) 660,031 1,002,029
Gain (loss) on exchange (44,999) 4,681,111

1,582,824 2,861,809

Rental expenses

Basic earnings per share

Basic earnings per share are calculated by divithiegnet profit attributable to equity holders loé¢ fparent by

the weighted average number of ordinary sharessimei during the year.

Net profit attributable tequity holders of the pare(g&aht)
Weighted average of issued ordinary shares duhegear (Shares)

Consolidated

2011

2010

150,399,502

308,509,169

200,000,000 200,000,000

Basic earnings per share (Baht) 0.75 1.54
Company
2011 2010

Net profit attributable tequity holders of the paref&aht)
Weighted average of issued ordinary shares dunage¢ar (Shares)
Basic earnings per share (Baht)

113,968,746 309,237,630
200,000,000 200,000,000

0.57

There are no dilutive potential ordinary sharessue during the years presented.

1.55
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Financial costs

Interest expenses
Bank charge

Financial costs

Related party transactions

Consolidated Company
2011 2010 2011 2010
Baht Baht Baht Baht
5,773,103 5,667,645 5,769,941 5,664,452
279,462 463,282 258,647 431,149
6,052,565 6,130,927 6,028,588 6,095,601

During the year, the Group and the Company haveredtinto a number of transactions with its sulasids
and related companies. The terms and basis of sanbactions are negotiated between the parti¢ein
ordinary course of business and according to notradé conditions, which are summarised as follows:

Sales of goods
Service income
Rental income

Purchases of raw materials

Technical assistance fee expenses

Terms and basis

Market price or cost plus margimeating to type of products

Cost plus margin

Contract price valued by independpptaiser and is in line with market.

Prices which approxiraeatiee price charged to a third party

Prices as agriedcontract which base on percentage of sales

The significant related company transactions ferytbars ended 30 September are summarised asdollow

Sale of goods
Related companies

Service and other income
Related companies

Rental income
Subsidiaries

Related companies

Dividend income
Subsidiary

Related company

Purchases of raw materials
Related companies

Purchases of equipment
Subsidiaries

Related companies

Consolidated Company
2011 2010 2011 2010
Baht Baht Baht Baht
1,320,535 1,346,064 1,320,535 1,346,064
13,455 6,040 13,455 6,040
. - 2,372 2,372
7,436 7,275 7,436 7,275
7,436 7,275 9,808 9,647
- - - 14,998,950
1,432,500 - 1,432,500 -
1,432,500 - 1,432,500 14,998,950
800,157 651,242 800,157 651,242
- - 87,324 56,580
3,835 - 3,835 -
3,835 - 91,159 56,580
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18 Related party transactiongCont'd)

Consolidated Company
2011 2010 2011 2010
Baht Baht Baht Baht
Research and development expense
Subsidiaries - - 60,161 47,974
Technical assistance fee expenses
Related Companies 79,112 57,164 71,118 55,167
Advertising expenses
4,575 3,390 4,575 3,390

Related companies

The Company entered into rental agreements of laodding, and machinery and equipment with two
subsidiaries and two related companies at totali@nmental income of approximately Baht 9.6 milliofihe
terms of the leases are between 1 - 3 years. Téeseare renewable by giving the lessor a naiiten 60 days
prior to expiry of the agreement.

The Company charged certain utility expenses ttairerelated companies at cost plus margin.

The Company entered into technical assistance asfésgional service agreements with an overseasedel
company. Under those agreements, the Group hdigedlto pay technical assistance and servicetfessch
company at the rates stipulated in the agreemerite. agreements have been in effect since Apritt 189il
cancelled by either party.

The Company entered into a service agreement wilhibsidiary to obtain the research and development
services for the production. Under this agreenteatCompany has obliged to pay service fee tatisidiary at

the rate stipulated in the agreement. The agreehanbeen in effect since October 1995 until cieatdy
either party.

The Company and a subsidiary entered into marketimjsales cooperation and product quality asserand
quality control service agreements with a locahted company. Under these agreements the Compahy a
the subsidiary have obliged to pay service feesutth company at the rate as stipulated in the agees.
The agreements have been in effect since May 260i9cancelled by either parity.

The outstanding balances as at 30 September betin=@ompany and those related companies are susethas

follows:
Consolidated Company
2011 2010 2011 2010
Baht Baht Baht Baht
Trade accounts receivable
Related companies:
The Sittipol (1919) Co., Ltd. 81,313,421 101,495,404 81,313,421 101,495,404
Inoac Tokai (Thailand) Co., Ltd. 140,334,837 118,472,344 140,334,837 118,472,344
Inoue Rubber Co., Ltd. - Japan 20,936,049 16,616,472 20,936,049 16,616,472
SK Rubber Product Co., Ltd. 11,604,434 10,033,863 11,604,434 10,033,863
Thai Stanley Public Co., Ltd. 5,067,268 4,291,207 5,067,268 4,291,207
Inoac International Co., Ltd. 126,688 125,965 126,688 125,965
Inoue Rubber Vietnam Co., Ltd. 11,919,396 2,066,545 11,919,396 2,066,545
Sirivit-Stanley Co., Ltd. 4,164,170 3,037,748 4,164,170 3,037,748
Asian Stanley International 1,444 - 1,444 -
Inoac Thailand Co., Ltd. 1,974,932 - 1,900,962 -
Toei - Inoac Limited 1,259,563 1,402,586 1,259,563 1,402,586
Asian Rubber Parts Co., Ltd. 38,283 - 38,283 -
Inoac Vietnam Co., Ltd. 1,524,992 1,934,782 1,524,992 1,934,782
Total trade accounts receivable
280,265,477 259,476,916 280,191,507 259,476,916

- related companies
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18 Related party transactiongCont’d)

Consolidated Company
2011 2010 2011 2010
Baht Baht Baht Baht
Trade accounts payable
Subsidiaries:
IRC (Asia) Research Ltd. - - 10,874,019 9,327,010
Kin No Hoshi Engineering Co., Ltd. - - 24,638,088 24,021,955

- - 35,512,107 33,348,965

Related companies:

Inoac International Co., Ltd. 268,163,394 54,733,284 268,163,394 54,490,805
Inoac Tokai (Thailand) Co., Ltd. 62,837,076 55,912,612 62,837,076 55,912,612
Pacific Industries (Thailand) Co., Ltd. 11,649,609 14,103,245 11,649,609 14,103,245
SK Rubber Product Co., Ltd. 18,530,302 16,016,762 18,530,302 16,016,762
Inoue Rubber Co., Ltd. - Japan 24,257,584 11,712,384 22,415,553 11,531,451
Inoac Thailand Co., Ltd. 11,980,925 10,688,900 9,983,100 8,691,075
Inoue Rubber Vietnam Co., Ltd. 246,387 - 246,387 -

Total QOil (Thailand) Co., Ltd. 695,500 1,084,472 695,500 1,084,472
Inoac Corporation Co., Ltd. - 139,595 - 129,489

398,360,777 164,391,254 394,520,921 161,959,911

Total trade accounts payable
- related companies 398,360,777 164,391,254 430,033,028 195,308,876

Directors and management’s remuneration

The Company and its subsidiaries paid salariesyfiameeting allowances and gratuities to theirctiims and
management for year ended 30 September 2011 tptBhit 27.40 million and Baht 27.40 million for the
Group and the Company, respectively (2010: Bal2illion and Baht 21.07 million, respectively).

19 Commitmentsand contingent liabilities

a) As at 30 September 2011, there were outstariging guarantees of approximately Baht 17.1 million
(2010: Baht 17.1 million) issued by banks to theouitrcial Electricity Authority for electricity
consumption on behalf of the Company.

b) As at 30 September 2011, the Company had leasenitments in respect of equipment rental contracts
with a period of 1 - 3 years, for which the futuninimum charges of approximately Baht 0.12 million
(2010: Baht 0.50 million).
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20 Segment information

The Group operations involve principally the mactiiee and distribution of rubber and elastomer potsl
mainly for automobile industry with manufacturiracflities in Thailand and operations in both doneeahd

overseas markets.

Financial information of the Group for the yearsleth 30 September 2011 and 2010 classified by market

presented as follows:

For the year ended 30 September 2011
Sales

Cost of sales

Gross margin

Other income

Selling expenses
Administrative expenses
Other expenses

Financial costs

Income tax

Income of minority interest

Net profit

For the year ended 30 September 2010
Sales

Cost of sales

Gross margin

Other income

Selling expenses
Administrative expenses
Other expenses
Financial costs

Income tax

Income of minority interest

Net profit

Consolidated (Baht)

Local Export Total

4,748,128,335 1,310,471,799 6,058,600,134
(4,443,740,439) (1,203,689,720) (5,647,430,159)

304,387,896 106,782,079 411,169,975

47,448,176
(78,771,273)
(170,958,919)
(15,276,627)

(6,052,565)
(37,159,265)
(1,718)
150,397,784
Consolidated (Baht)
Local Export Total

4,239,529,990 1,115,252,159 5,354,782,149
(3,787,291,029) (973,745,264) (4,761,036,293)

452,283,961 141,506,895

593,745,856

34,818,891

(74,949,546)

(144,558,732)
(8,232,395)
(6,130,927)

(86,183,978)
(835)

308,508,334
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21  Promotional privileges

The Company and its subsidiaries have been gramtedotional privileges under the Investment Prooto#ct B.E. 2520 as approved by the Board of Inmesit. Under
certain significant conditions, significant privgies are as follow:

Details Inoue Rubber
(Thailand)
Public Company Kin No Hoshi Engineering IRC (Asia)
Limited Company Limited Research Limited
1. Certificate No. 1119(2)/2009 1682(2)/2007 1211(4)/2005
Dated 9 December 2008 12 July 2007 16 March 2005
2. Promotional privileges for Manufacturing of vehicle | Manufacturing of mould and Research and Development
component, plastic or plastic repairing of its own
coated products manufacturing of mould

3. The significant privileges are

3.1 Exemption of corporate income tax for net inednom 3 years 8 years 8 years
promotional operations and exemption of incomeataxividends
paid from the profit of the operations throughdbe period in
which the corporate income tax is exempted.

3.2 Allowance for carry-forward of annual loss fromperations Granted Granted Granted
incurred during the exemption of corporate incomedn net
income to offset with net income for a period ofears, after
exemption period in 3.1.

3.3 Exemption/Reduction of import duty on machinasyapproved by Granted Granted Granted
the Board.
3.4 Exemption of import duty on raw materials aighicant supplies Granted Granted -
used in export production from the first importelat
4. Date of first earning operating income August 2009 May 2010 October 2011
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22

23

24

Promotional privileges(Cont'd)

Sales of the Group are both export and local seltésh could be separated between promoted and muneped
operations as follows:

Consolidated

BOI Non-BOlI Total
2011 2010 2011 2010 2011 2010
Baht Baht Baht Baht Baht Baht
Sales
Export 189,716,133 170,733,0171,120,755,665 944,228,2321,310,471,7981,114,961,249
Local 591,444,238 533,006,3704,156,684,0983,706,814,5304,748,128,3364,239,820,900

Total sales 781,160,371 703,739,3875,277,439,7634,651,042,7626,058,600,1345,354,782,149

Company
BOI Non - BOI Total
2011 2010 2011 2010 2011 2010
Baht Baht Baht Baht Baht Baht
Sales
Export 189,716,133 170,733,0171,119,459,194 944,059,6791,309,175,3271,114,792,696
Local 591,405,738 533,006,3704,156,494,7123,706,355,0664,747,900,4504,239,361,436

781,121,871 703,739,387 5,275,953,9064,650,414,7456,057,075,7775,354,154,132

Provident fund

The Group operates a registered provident fund;twikia defined contribution plan, the assets afkvare held in
a separate fund which is managed by the externdlfuanager. The provident fund is funded by paysneom
employees and by the Company. The Company'’s batitins to the provident fund were charged to theement
of income for the year ended 30 September 2011 mtngLto Baht 8.4 million (2010: Baht 7.6 million).

Dividends paid

At the Annual General Meeting of shareholders leld®28 January 2011, the shareholders passed atiesol
approving divided payment from its operating resutir 2010 at Baht 0.50 per share (from Non-BOI-
promoted operations Baht 0.18 per share and BQthpted operations Baht 0.32 per share), totaling Bag
million. The dividends were distributed on 22 Febgu2011.

Financial instruments

The Group’s activities expose it to a variety afafincial risks, including the effects of changes@bt and
equity market prices, foreign currency exchangesraind interest rates. The Group’s overall riskagament
program focuses on the unpredictability of finahoiarkets and seeks to minimise potential adveffeets on
the financial performance of the Group. The Graiges derivative financial instruments such as fodwa
foreign exchange contracts to hedge certain expssur

In order to minimise potential effects on the udatbility fluctuations of financial markets, troup makes
use of the following derivative financial instruntgn
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24 Financial instruments(Cont’d)

Foreign exchange risk

Forward foreign exchange contracts are enteredttintmanage exposure to fluctuations in foreign ency

exchange rates on specific transactions.

Forward foreign exchange contracts outstandin@ &e&ptember are summarised as follows:

2011 2010
Sold amount Bought amount Sold amount Bought amount
Foreign currency million million million million
US Dollars 5.87 2.03 1.53 1.59
Japanese Yen 379.04 92.73 - 42.14
Euro 0.18 - 0.14 -
Net fair values
The net fair values of the open forward foreignteige contracts as at 30 September are:
Consolidated
2011 2010
Baht Baht
Favourable forward foreign exchange contracts @B,9 1,375,292
Unfavourable forward foreign exchange contracts (3,822,452)  (2,311,889)
Net (2,903,458) (956,597)

The fair values of forward foreign exchange corigd@ve been calculated using market price rateteduby

the Group’s banks to terminate the contracts ab#ience sheet date.

At 30 September the Group had outstanding foreigrency assets and liabilities as follows:

Consolidated Company
2011 2010 2011 2010
million million million million

Assets
US Dollars 2.92 2.92 1.99
Japanese Yen 43.41 36.40 43.41 36.40
Euro 0.18 0.11 0.18 0.11
Liabilities
US Dollars 5.47 5.47 2.40
Japanese Yen 443.65 82.33 443.65 81.15

Interest rate risk

Interest rate risk is the risk that future moversantmarket interest rates will affect the resolt®perations
and cash flows of the Group. The Group has norx@bgure to interest rate risk relating primarilydgposits

with banks, bank overdrafts, loans from financiastitutions and finance lease liabilities.

Howevitre

Company also has certain loans from financial tastins and finance lease liabilities with fixederest rates.
The majority of these financial assets are shonttend financial liabilities are both short-ternddang-term.
The Group considers that it is not necessary todeswative financial instruments to hedge suchk ggice
management believes that future movements in manketest rates will not materially affect the Gptai

operating results.
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Financial instruments(Cont’d)

Credit risk

The Group has normal exposure to credit risk priignavith respect to trade accounts receivable. Teup
manages the risk by adopting appropriate creditroabpolicies and procedures and therefore do rpeet to
incur material financial losses. In addition, theo@ does not have high concentration of credit since they
have a large customer base. The maximum exposuneedit risk is limited to the carrying amountstcide
account receivables as stated in the balance sheet.

Fair values

The carrying amounts of the following financial etssapproximate to their fair values: cash and egsiivalents,
trade accounts receivable, amounts due from retateghbanies and some items of other current assets.

The carrying amounts of the following financiallibties approximate to their fair values: bank mmfts
carrying variable rates of interest, trade accopaigble, amounts due to related companies, acexmshses
and some items of other current liabilities. Lo&mesn financial institutions carrying rates of inést which are
close to the market rate; the carrying amountsagmate to their fair values.

Event after balance sheet date

On 13 December 2011, the Board of Directors’ Megtoi the Company No5/2011 pass a resolution
approving the proposed dividend payment from itsrapng results for 2011 at Baht 0.2436 per shixoen(
BOI - promoted operations), totaling Baht 48.72lioml. The dividend payment will later be proposed f
approval in the Annual General Meeting of the Conyfsmshareholders.

During October and November 2011 severe floodifigcs#d in many districts in the Bangkok Metropaiita
areas and related provinces. The Group has cedtimonitoring and taken caution measures for thetson.
Currently, the situation is not finished and the@@r has been impacted by the disaster of flood® Group’s
management anticipates that certain Group’s inva#pbuilding and equipment may damage from thene
However, the management is currently assessingisymdict and impacts over other operations.

35



